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OUR TRADE RELATIONS WITH SOUTH 
AMERICA. 

BY DR. L. S. ROWE, PROFESSOR OF POLITICAL SCIENCE IN THE 

UNIVERSITY OF PENNSYLVANIA, DELEGATE OF THE UNITED 

STATES TO THE THIRD PAN-AMERICAN CONFERENCE. 



The necessity of developing our commercial relations with 
South America has been the subject of academic discussion for 
more than a generation. At periodical intervals — usually during 
industrial depressions — American manufacturers and merchants 
become interested in South-American markets, and a hasty 
search is made for the best means to develop trade. A definite 
policy is agreed upon; but, before any definite steps are taken, 
domestic trade revives and interest in foreign markets is so 
weakened that the new measures receive but half-hearted sup- 
port, and therefore fail to fulfil expectations. During the last 
few years, however, the interest in South-American markets has 
entered upon a new phase. With the establishment of stable 
governments and the maintenance of internal order, the feeling 
of distrust is gradually disappearing. The rapid growth of 
population in recent years and the increasing prosperity of the 
people have created a demand for a large variety of manufactured 
articles which the manufacturers of England and Continental 
Europe have been eager to meet. England, Italy, and especially 
Germany, have spared no effort to adjust their business methods 
to the traditions of South-American trade. Patterns, method 
of packing and conditions of payment have been made to con- 
form to the peculiar trade conditions prevailing in South Amer- 
ica. During all this time, the American merchant and manu- 
facturer have remained indifferent, and yet, in spite of this in- 
difference, the relative position of the United States has grown 
from year to year. Even in those countries in which trade has 
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actually declined, the United States has lost less ground than 
most of the countries of Europe. 

In Brazil, for instance, the decline of foreign trade has been 
most marked. Comparing the quinquennial periods 1894-1898 
and 1899-1903, we find that the exports from the United States 
to Brazil declined 18.5 per cent., but during the same period 
the exports from Great Britain declined 20.3 per cent.; from 
Germany 22.5 per cent.; from France 34.6; and from Belgium 
38.3 per cent. The only country whose exports to Brazil showed 
a notable increase was Italy, with a net gain during the same 
period of 13.6 per cent.* The explanation of this exceptional 
phenomenon is due to special circumstances which we will have 
occasion to examine. 

The decline of trade with Brazil illustrates so clearly some of 
the initial difficulties which must be overcome before our trade 
with South America can assume large proportions, as to merit 
special attention. 

The first and most important of these is the fluctuating ex- 
change which introduces an element of uncertainty into all 
transactions with countries on a paper basis. Thus in 1891 
the Brazilian milreis was worth 32% cents, in 1891' it had de- 
clined to 14% cents, and a year later it reached its lowest ebb 
at 12 cents, since which time it has been gradually rising in value 
until to-day it is worth 33 15-16 cents. With such constant 
fluctuations, it is impossible to conduct business on a sound basis. 

Another factor which is contributing in no small degree to- 
ward restricting the commercial opportunities in South America 
is the strong and, at times, exaggerated protectionist movement 
which is sweeping over all the republics. In Brazil, for instance, 
it is comparatively easy to secure from the Federal Congress 
a heavy duty, even when the probabilities of successful domestic 
production are relatively remote. On the most important articles 
imported from the United States high import duties are levied, 
especially on wheat, machinery and wire. Although the local 
production of these articles is almost nil, the price of these com- 
modities is so high that the development of the local market is 
seriously hampered. 

* Cf. the very interesting report on South - American Trade by Pro- 
fessor Hutchinson, published recently by the Department of Commerct 
and Labor. 
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A third factor which has also deterred American manufacturers 
and merchants from entering the South-American market has 
been the lack of confidence in the stability of the government. 
Much of this distrust is due to ignorance of existing conditions. 
In all the larger countries administrative organization has made 
such rapid progress in recent years that both person and property 
are adequately protected. European merchants fully appreciate 
the significance of the change that has taken place in the polit- 
ical institutions of South America, and show no hesitancy in 
investing capital, establishing branch houses and extending long- 
term credits to local merchants. 

In explaining the backwardness of American enterprise in 
South America, we must also take into account the fact that our 
manufacturers have not heretofore felt the same pressure to 
search for foreign markets. The internal trade of the United 
States has assumed such proportions and the present indications 
for further expansion are such that the possibilities of profit 
from foreign commerce have aroused but little enthusiasm. 

That the attitude of American manufacturers and merchants 
is undergoing profound modification is attested by the renewed 
interest in the development of foreign and particularly South- 
American markets. The repeated experience of the last few 
decades has shown that the desire to extend our markets in those 
countries must be accompanied by a willingness, not only to make 
certain modifications in our governmental policy, but also to 
change the attitude of our manufacturers and merchants towards 
these countries. We do not realize that this great South-Amer- 
ican continent, with its 7,000,000 square miles and its 35,000,000 
inhabitants, is making extraordinary strides towards a higher 
plane of economic efficiency; that already many portions of the 
country rival the most progressive sections of the United States 
in energy and initiative. Civic progress has been so strengthened 
within the last ten years that many of the municipalities of 
Brazil and the Argentine Republic can furnish our American 
cities with instances of great public improvements which have 
completely transformed the conditions of life, and which have 
been carried to successful conclusion without involving either 
extravagant expenditures or an undue burden of indebtedness. 

Brazil furnishes some striking instances in the reconstruction 
of its two most important cities: Rio de Janeiro and Sao Paulo. 
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These two progressive communities are the outward expression 
of the awakening of South America to the modern industrial 
movement; a movement fraught with far-reaching consequences 
for the commercial relations between North and South America. 
We have no longer to deal with the backward and unstable com- 
munities of the sixties and seventies, but with a people whose 
productive power is rapidly increasing and with a country whose 
natural resources are so vast and varied that the combined sur- 
plus capital of Europe and America will be necessary for their 
exploitation. 

The first step towards closer commercial relations will involve 
some slight modifications of our tariff; modifications which can 
be made without disturbing the essential principles of our fiscal 
policy. In our relations with South America, we have all the 
elements for a comprehensive reciprocity system. We are the 
largest consumers of tropical and subtropical products and are 
in a position to furnish manufactured articles which are essen- 
tial to the industrial progress of the southern republics. Amer- 
ican locomotives, railroad and railway cars, electrical apparatus, 
dredges, industrial machinery and agricultural implements are 
needed everywhere. None of these articles are manufactured in 
South America, nor is their manufacture likely to be introduced 
within the near future; yet with the exception of agricultural 
implements most of them are burdened with a heavy import duty. 
The time has now come to inaugurate a tariff policy which will 
assure to the American manufacturer a predominant position 
for these products. 

We must first point out to the governments of the South- 
American republics that the present tariff policy of the United 
States has been extremely favorable to their staple products. 
In 1905, Brazil sent to the United States coffee amounting to 
$64,136,008 and rubber amounting to $28,476,252. Both of 
these articles enter free of duty. Not only does Brazil enjoy a 
free American market, but the price of coffee to the consumer 
is increased by an export tax of from nine to eleven per cent., 
from which the State of Sao Paulo- — the main coffee-producing 
State of the republic — derives an enormous revenue. In fact, 
the State Government depends on this export tax as the main 
source of revenue. 

Prom Chile we import nitrate of soda amounting to $9,306,577, 
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which enters free of duty, whereas most of our staple products 
pay heavy import duties. Mexico sends, free of all duty, $14,- 
896,189 of sisal-grass, $12,504,123 of copper, $3,245,996 of lead, 
$3,180,988 of other ores, and $1,384,497 of ixtle ; yet not a single 
one of our staple products enters Mexico free of duty. In 1905, 
Colombia sent us $3,517,664 worth of coffee, $585,498 of 
bananas, $337,492 of cocoamits, whereas our iron and steel manu- 
facturers must all pay import duties. Of all the South- American 
countries, the Argentine Kepublic is the only one which does 
not enjoy an exceptionally favorable position. The wool which 
we import pays from four to twenty-one cents per pound, and 
certain classes of skins from fifteen to twenty per cent, ad 
valorem. 

It is true that our free list has been determined exclusively 
by considerations of domestic policy. The free entry of coffee 
was designed to check the growing alcohol habit. Our rapidly 
expanding rubber industry demanded the free introduction of 
raw material. 

The fact, nevertheless, remains that we have opened our Amer- 
ican market freely to those South- American products which we 
do not produce, and we have the right to expect that a spirit 
of reciprocity should be shown towards us. Brazil, realizing this 
fact, has recently made a reduction of twenty per cent, in favor 
of the United States on some eleven articles. It is true that this 
reduction is made for a period of but six months, but the fact 
that any reduction was made is significant as indicating a sense 
of obligation on the part of the Brazilian Government to do 
something in return for the freedom of the American market. 
Under the Dingley Tariff Act the President has the power to 
impose a duty of three cents per pound on coffee. The exercise 
of this power would be regarded as a calamity, and even a 
threat to exercise it would lead the Government to make far- 
reaching concessions in favor of our products. 

With most of the South-American countries, therefore, the 
inauguration of a reciprocity system will not involve any radical 
changes in our tariff policy. We are in a position to request and 
even to demand that heavy import duties shall not be placed upon 
those articles which are not produced in South America, and 
for which we desire to enlarge our markets. It would not even 
be necessary for us to request any special favors, as against the 
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countries of Europe. As regards most iron and steel manu- 
factures, we are in a position to compete with Europe when 
placed on an equal footing. 

The Argentine Eepublic is the only country which might re- 
quire a reduction of our present schedules as a condition precedent 
to reciprocity. To secure lower rates on steel rails, wire, build- 
ers' hardware, saws and tools, we would probably have to make 
some concessions in our wool and " animal-skin " schedules. 
Prom the point of view of tariff policy, therefore, the conditions 
of international trade with South America place us in an ex- 
ceptionally favorable position to enter and even dominate the 
market in certain classes of commodities. The American market 
means so much to every South-American country that they can- 
not afford to refuse to meet us half-way in any propositions 
favorable to reciprocal trade. 

We must not, however, delude ourselves with the idea that a 
reciprocal tariff policy, no matter how carefully arranged, will 
suffice to assure the extension of American trade in the southern 
republics. The most that reciprocity can do is to pave the way 
for closer commercial relations. American initiative and enter- 
prise must enter the field and win its way in competition with 
European rivals. In order to meet this competition, we must be 
prepared to profit by the lessons of European experience. 

We cannot expect a large increase in our trade with South 
America unless it is accompanied by a corresponding investment 
of American capital in the great quasi-public works, such as rail- 
roads, street-railways and electric-lighting plants. One of the 
reasons for the large exports of machinery of all kinds from 
England and Germany is the large amount of English and Ger- 
man capital invested in South-American enterprises. American 
capital has always been extremely reluctant to enter these coun- 
tries. The equipment for quasi-public works has been pur- 
chased in the countries controlling the capital investment. In 
several cases, the exceptional excellence of American equipment 
has forced the acceptance of our products, but the handicap, 
in most cases, is too great to be overcome. In the few instances 
in which American capital controls these enterprises an exclusive 
market for American equipment is immediately assured. In or- 
der to overcome the distrust of American capitalists a long cam- 
paign of education will be necessary. It is true that some of 
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the early investments in South-American enterprises were dis- 
astrous failures, but most of these were in a spirit of adventure. 
To-day the situation is totally different. " The rapid growth of 
cities and the growing demand for improved transportation 
facilities, both urban and interurban, offer opportunities for in- 
vestments the returns from which are certain to increase with 
each year. 

Furthermore, American manufactures, no matter what their 
excellence, must be placed before the South-American public 
with a skill and intelligence at least equal to that which has 
characterized the English, French and particularly the German 
expansion of trade. Commercial travellers and business agents 
must be selected with far greater care than heretofore. They 
must be men of broad training, commanding the confidence of 
the merchant and capable of conducting negotiations in the lan- 
guage of the country. We cannot, with impunity, make South 
America the happy hunting-ground for the inefficient. Business 
agents in South America must possess social presence, adaptabil- 
ity, and a far larger measure of general culture than in the 
United States. In these Latin countries much emphasis is laid 
on social qualities. The really successful foreign business agents 
are men who combine business capacity with general culture. 

With these changes accomplished facts, we shall find accom- 
panying them as necessary consequences, the establishment of 
improved steamship communications, better banking facilities 
as well as the extension of our consular system. 

The avowed purpose of the recent Pan-American Conference 
was to cultivate closer relations between the republics of this 
Continent. This Conference found itself confronted with an 
extraordinary situation. The sincere desire to promote conti- 
nental solidarity lacked the necessary commercial background. 
Much of the actual achievement of the Conference presupposes 
that the years to come will develop unity of sentiment based upon 
closer commercial and industrial relations. South America is 
looking to the United States to aid her in the utilization of her 
natural resources. If we fail to respond, we will have no one 
but ourselves to blame; and we need not be surprised if the 
people of these countries, finding us unwilling to trust them, 
will respond with the same measure of diffidence and distrust. 

L. S. Eowe. 



